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b. SPAD Add-On for  EMERGENCY Department Services 

Bffective October 19,1996, a n  a d d i t i o n a l  amount wasadded to 
'every h o s p i t a l  's per d i s c h a r g e  p a y m e n t  r a t e  to account  f o r  
routine Emergency Department Services t h a t  result i n  an 
i n p a t i e n ta d m i s s i o n .  This amount was c a l c u l a t e da s  follows. 
The average  Medicaid  ra te  o f  payment for  emergency vis1t s  f o r  
a l lh o s p i t a l s  i n  RY95 was m u l t i p l i e d  by the p e r c e n t a g e  o f  
i n p a t i e n ta d m i s s i o n s  for a l lh o s p i t a l s  i n  RY95 t h a t  were 
admi t ted  through the Emergency Department. This r a t e  was then 
m u l t i p l i e d  by a n  i n f l a t i o n  f a c t o r  o f  3.168 to  reflect  p r i c e
changes between RY95 and RY96, and by a n  i n f l a t i o n  f a c t o r  of 
2.388 t o  reflect  price changes between RY96 and RY97. The 
amount o f  add-on for RY97 i s  $26.40 .  

C .  SPAD Add - On for  Observa tion Services 

Bffective October 19,1996, an addi t ionalamount  was added t o  
every h o s p i t a l ' s  per d i s c h a r g ep a y m e n tr a t e  t o  account  for  
r o u t i n eo b s e r v a t i o n  services which r e s u l t  i n  aninpa t ient  
admiss ion .  This amount a s  follows. Thewas c a l c u l a t e d  
average  Medicaid  ra te  o f  payment f o r  o b s e r v a t i o n  services f o r  
a l lh o s p i t a l s  i n  RY9S was m u l t i p l i e d  by the p e r c e n t a g e  o f  
i n p a t i e n ta d m i s s i o n s  f o r  a l lh o s p i t a l s  i n  RY95 t h a t  were 
adml t t e d  f r o m  anobserva t ion  b e d .  T h i s  r a t e  was then 
mu1 t l p l i e d  by a n  i n f l a t i o n  f a c t o r  o f  3.166 to  reflect  price
changes between RY95 and RY96, and by a n  i n f l a t i o n  f a c t o r  of 
2.38% to  ref lect  price changes between RY96 and RY97. The 
amount o f  this add-on f o r  RY97 i s  $11.62.  

C a l c u l a t i o n  of the Pass-through Amount per Diecharm 

The i n p a t l e n t  portionof m a l p r a c t i c e  costs was derived from each 
h o s p i t a l  's FY95 RSC 403 report a s  screened and upda ted  as  o f  June 
20,1996.  The pass- through amount per d i s c h a r g e  i s  the sum o f  the 
p e r  d i s c h a r g e  costs of malpract ice  and organ acquicrftion costs. In 
eachcase ,  the amount i s  c a l c u l a t e d  by d i v i d i n g  the h o s p i t a l ' s
i n p a t i e n t  p o r t i o n  o f  expenses  by the number of t o t a l ,  a l l  - p a y e r  d a y s
and then mu1 t i p l y l n g  the cost p e r  diem by the hoepi t a l - s p e c i f i c
Medicaid (non-psychiatric/substance abuse)average  length  o f  s t a y
f r o mc a s e m i xd a t a .  The Division used the Medicaidaudi tedpaid
c l a i m s  f i l e  f o r  d a t e  o f  payment f o r  the period June 1 ,  1995 through
May 31,1996 to develop RY97 casemixdata .  

The RY98 i n p a t i e n t  portion of m a l p r a c t i c e  and o r g a na c q u i s i t i o n  
costs w i l l  be c a l c u l a t e da s  described above ,axceptthat  the da ta  
s o u r c e  w i l l  be the FY96 RSC-403 report a s  screened and updated as o f  
June 20,1997. 
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4.  	 D i r e c t  MedicalBduca tion 

The i n p a t i e n t  portion o f  direct medical  educat ion  costs was derived 
f rom each  hosp i ta l  'a FY95 RSC-403 report. F o r  hospi t a l a  which began 
n e w  p r i m a r y  c a r e  p h y s i c i a n  t r a i n i n g  p r o g r a m sb e t w e e n  October 1, 1994 
and J u l y  1 ,  1995, ef fective October 19,  1996, the Division s h a l l  
recognize, through September 30 ,1997,such  new costs submi t t ed  by 
the h o a p i  t a l ,  a s  a r e  determined to be reasonab le  by the Division, t o  
be revised u s i n g  costs which shall be based on costs r e p o r t e d  i n  the 
FY96 RSC 4 0 3  a s  S u c hR e p o r tf i l e d .  i n c r e m e n t a l  costs f o r  new 
programsshal l  be annua l i zed .  In eachins tance ,  the amount was 
c a l c u l a t e d  by d i v i d i n g  the h o s p i t a l  's i n p a t i e n t  portion o f  expenses
by the number of t o t a l  i n p a t i e n t  d a y s  and then m u l t i p l y i n g  the per
d i e m  costs by the h o s p i t a l - s p e c i f i cM e d i c a i d  

. 	 p s y c h i at r i c / s u b s t a n c ea b u s e )a v e r a g el e n g t h  o f  s t a y  from casemix 
d a t a .  The DiviSionused the Medicaid  paid  c la ims  f i l e  for  d a t e s  o f  
payment f o r  the period June 1. 1995 through May 31, 1996 to  develop
the RY97 casemix index. The Division has  incorpora ted  an incentive 
i n  f a v o r  o f  p r i m a r yc a r et r a i n i n g  which was f a c t o r e d  into the 
recognized direct medicaleducat ion  costs by weighting costs i n  
f a v o r  o f  p r i m a r y  c a r e  t r a i n i n g .  An incentive o f  33% o f  the costs was 
added t o  the per d i s c h a r g e  cost of p r i m a r y  t r a i n i n g :  ac a r e  
r e d u c t i o n  o f  20% o f  the costs was  subtrac ted  from the per d i scharge  
cost o f  s p e c i a l t yc a r et r a i n i n g .  The number o f  p r i m a r yc a r e  and 
s p e c i a l  t y  c a r et r a i n e e s  was derived fromdata  provided t o  the 
Division-by the h o s p i t a l s .  

G r o w t h  i n  direct medicaleducat ion  costs a t t r i b u t a b l e  t o  wage
i n f l a t i o n  w i l l  be aub jec t ed  to  a 58 annual l i m i t .  An a u d i t  may be 
performed by the Division to  verify the a p p r o p r i a t e n e s s  o f  reported
t e a c h i n g  costs. 

The RY98 i n p a t i e n t  portion o f  direct medical  educat ion  costs w i l l  be 
c a l c u l a t e d  a s  described above, except t h a t  the da tasource  w i l l  be 
the FY96 RSC-403 report, a s  screened and updatedas  o f  June 20.  
1996. 

5 .  C a p i t a l  Payment AMOUNT nor DISCHARGE 

The c a p i t a l  p a y m e n t  p e r  d i s c h a r g e  i n  tbe RY97/RY98 RFA reflects the 
f i f t h  and f i n a ly e a r  o f  the p h a s e - i n  o f  a s t a n d a r d ,p r o s p e c t i v e
capi ta lre imbursement  f o r  a l l  HOSPI t a l a .  The capi ta lpayment  is a 
casemix -ad jus t ed  cap i ta l  cost l i m i t ,  based on the FY91 Medicare Cost 
Report (2552) ,  updated f o r  i n f l a t i o n .  

F o r  e a c h  i n p a t i e n th o s p i t a l ,  the t o t a l  c a p i t a l  costs i n c l u d e  
b u i l d i n g  and fixed equipment d e p r e c i a t i o n ,  m a j o r  moveable equipment
deprec ia t ion ,and  long-term and s h o r t - t e r m  interest. T o t a l  c a p i t a l  
costs a r ea l l o c a t e d  t o  i n p a t i e n t  services through the square
foo tage -baseda l loca t ionformulaused  i n  the Medicare cost report 
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(2552) .  The Medicare cost report is a l s o  uaed to  iden t i f y  c a p i t a l
a l l o c a t e d  t o  distinct p a r t  p s y c h i a t r i c  units and to s u b t r a c t  this 
a m o u n t  f r o m  t o t a l  i n p a t i e n t  c a p i t a l  i n  order to c a l c u l a t e  the non-
DPU c a p i  t a l  cost per d i scharge .  

The c a p i t a l  cost per d i s c h a r g e  is c a l c u l a t e d  by d iv id ing  t o t a l  
i n p a t i e n t  c a p i t a l  costs (less t h a t  a l l o c a t e d  t o  p s y c h i a t r i c  DPUl by
the h o s p i t a l ' st o t a l  non-DPU days ,  and then mul t ip ly ing  by the 
hospi t a l - s p e c i f i c  non-DPU Medicaidaverage l e n g t h  o f  s t a y  f r o m  
casemix  da ta  . 
The casemix -ad jus t ed  cap i ta l  efficiency standard is determined by a )  
d i v i d i n g  each hospi t a l  ' 8  FY91 c a p i t a l  cost per d i s c h a r g e  by i t s  FY91 
casemix i n d e x ;  b) sorting these a d j u s t e d  costs i n  ascend ing  order;
and c)  producing a cumula t i ve  f r equency  o f  d i s c h a r g e s .  The casemix­
a d j u s t e d  c a p i t a l  e f f i c iency  standard is established a t  the cost p e r
d i s c h a r g e  corresponding to  the mediandischarge.  

The c a p i t a l  ef f iciency standard was updated for  i n f l a t i o n  between 
RY93 and RY94 by a f a c t o r  o f  3.01%; f o r  i n f l a t i o n  between RY94 and 
RY95 by a f a c t o r  o f  2.80%; f o r  i n f l a t i o n  between RY95 and RY96 by a 
f a c t o r  o f  1.80%; and for  i n f l a t i o n  between RY96 and RY97 by a f a c t o r  
o f  1 . 0 0 % .  The RY97 c a p i t a l  u p d a t e  f a c t o r  is takenfromannual  HCFA 
r e g u l a t i o n su s e d  by HCFA to update  the cap i ta lpaymen t s  made by
Medicare.  The c a p i t a l  u p d a t e  f a c t o r  is computed annual ly  by HCFA and 

a sis c a l c x l a t e d  follows: HCFA e s t i m a t e s  o f  i n f l a t i o n  i n  
d e p r e c i a t i o n ,  interest, and other c a p i t a lr e l a t e d  expenses, i s  
m u l t i p l i e d  by their respective weights ,  and summed. F o r  RY97, the 
c a s e m i x - a d j u s t e dc a p i t a l  ef f iciency standard p e r  d i scharge  ia 
$316.42. 

The RY98 cap i  t a l  paymen t  amount per d i s c h a r g e  w i l l  be c a l c u l a t e d  a s  
described above, except f o r  the a d d i t i o n  o f  a nu p d a t ef a c t o r  to  
reflect  p r i c e  c h a n g e s  between RY97 and RY98. 

M a t e r n i t y  c a s e s  i n  which delivery occurs  w i l l  c o n t i n u e  t o  be p a i d  on 
a SPAD basis w i t h  one SPAD p a i d  f o r  the mother and one SPAD p a i d  f o r  
the newborn.Payment for services (except p h y s i c i a n  services) 
provided i n  conjunction w i t h  such a m a t e r n i t y  s t a y  i n c l u d i n g ,  b u t  
not l i m i  ted to, fo l low-up  home visi t s  provided a s  incentives f o r  
short delivery s t a y s ,a r ei n c l u d e d  i n  the SPAD amount. There w i l l  
be no add i  t i ona l  paymen t s  t o  the hospi t a l  or other entities i f .  e.  
VNA's, home h e a l t ha g e n c i e s )  f o r  prov id ing  these services i n  
c o l l a b o r a t i o n  w i t h  the h o s p i t a l .H o s p i t a l sa r er e q u i r e d  to  a p p l y  
a n y  a n d  a l l  m a t e r n i t y  a n d  newborn policies and programs  equa l l y  to  
a l l  p a t i e n t s ,  r e g a r d l e s s  of payor. 
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7 .  PAYMENT for  PsYch ia t r i c  services i n  Distinct Pare PSYCHIATRIC UNITS 
Services provided to  non-managed c a r e  M e d i c a i d  p a t i e n t s  i n  dis t inct  
p a r t ,p s y c h i a t r i c  units s h a l l  be p a i dt h r o u g ha na l l - i n c l u s i v e  
r e g i o n a l  weighted average per diem. T h i s  payment mechanism does not 
a p p l y  t o  c a s e s  i n  which services a r e  provided to  Medicaid recipients
a s s i g n e d  t o  MH/SAP. 

The regions used to develop the a l l - i n c l u s i v er e g i o n a l  weighted  
average  per d i e m  r a t e s  correspond to the six Hea l th  Services Areas  
e s t a b l i s h e d  by the Massachusetts Department o f  P u b l i c  Hea l th  ( P L  93­
6 4 1 ) .  These r e g i o n a l  weighted average per diems  were c a l c u l a t e d  by 
a) d i v i d i n g  e a c h  p s y c h i a t r i ch o s p i t a l  *S per d i s c h a r g e  r a t e  
e s t a b l i s h e d  i n  the PY92 Medicaid RFA by the FY90 average length o f  
s t a y  p e r t a i n i n g  t o  M e d i c a i d  p s y c h i a t r i c  p a t i e n t s ;  b) m u l t i p l y i n g  the 
result  for  e a c hh o s p i t a l  by the r a t i o  o f  the h o s p i t a l  ‘s Medicaid 
m e n t a l  h e a l t h  d a y s  t o  the to ta l  Med ica id  men ta l  hea l th  days  f o r  the 
h o s p i t a l  ‘ 8  region; and c )  summing the resul t s  for  each region. The 
r e g i o n a l  weighted average per diems were u p d a t e du s i n gi n f l a t i o n  
f a c t o r s  o f  3 . 3 5 %  t o  reflect  price changes between RY92 and R Y 9 3 ;  
3 . 0 1 %  to re f l ec t  price changes between RY93 and R Y 9 4 ;  2.80% t o  
r e f l ec t  price changes between RY94 and RY95:  3.16% to  reflect price
changes between RY95 and RY96;  and 2.38% t o  reflect  price changes
between R Y 9 6  and R Y 9 7 .  An ad jus tmen t  w i l l  be made, derived f r o m  the 
same SOURCE a s  the p r e v i o u s  y e a r ,  t o  reflect price changes between 
RY97 and R Y 9 8 .  

For h o s p i t a l s  which a r ep a r t  o f  the Division’s MCO network, the 
lower of the MCO’s n e g o t i a t e d  r a t e  or the p s y c h i a t r i c  per d i e m  s h a l l  
be the r a t e  o f  payment i n  a l l  c a s e s  where the p s y c h i a t r i c  per  d iem 
e s t a b l i s h e d  i n  the RFA a p p l i e s .  

8 .  O u t l i e r  Payments 

E1igibi 1itv 

A h o s p i t a l  q u a l i f i e s  for an outl ier per diem payment i n  a d d i t i o n  t o  
the standard payment  amount i f  .11o f  the following conditions a r e  
m e t :  

0 	 the l e n g t h  o f  s t a y  f o r  the hospi TALIZATION exceeds twenty (20)  
c u m u l a t i v e  a c u t e  d a y s  (not i n c l u d i n g  d a y s  i n  a dis t inct  p a r t
pSyChia t2-iC mi t ); 

0 the h o s p i t a l  continues to  f u l f i l l  i t s  d i schargep lann ing  
d u t i e s ;  

c o n t i n u e s  to need a c u t e  level care0 the p a t i e n t  and is 
s t a t u s  on a n ytherefore on ADMINISTRATIVE d a y  d a y  f o r  

wh ich  an  ou t l i e r  paymen t  i s  claimed: 

c ;  . I , . .. .. . ..
I1 
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the p a t i e n tf a  not a p a t i e n t  i n  a DISTINCT p a r tp s y c h i a t r i c  
unit on any d a y  f o r  which a n  o u t l i e r  p a y m e n t  is claimed;  and
the p a t i e n ti a  not a p a t i e n t  i n  a chronic unit ( a s  described 
i n  Section IV.B.13)  for which a chronic perd iembaa  been 
established. 

To'derive the Standard PAYMENTS amount p e r  d a y ,  the s ta t ewide  average  
payment amount p e r  DISCHARGE o f  $2,622.08 i s  d i  Ivided by the average 
FY95  a l l - p a y e r  l e n g t h  o f  S t a y  o f  5.0931 days which m a l a  $514.83. 
The h o s p i t a l - S p e c i f i cc a p i t a l ,  direct medicaleducat ion  and g a m ­
through per  d iem payments  are  derived by d i v i d i n g  the per DISCHARGE 
amount for each o f  these components by the h o s p i t a l  ' a  Medicaid 
average  length  o f  S t a y .  

The o u t l i e r  per diempaymentamount is equal  t o  f i f t y - f i v e  percent 
(55%) of the statewide average payment  amount  per d a y  m u l t i p l i e d  by 
the h o a p i  t a l  *a  wage area i n d e x  andcaSemix index, PLUS a per d iem 
payment f o r  the h o s p i t a l  *s paaa-through COSTS direct medical 
e d u c a t i o n  and capi tal  payment  amountS 

The RY98 o u t l i e r  p e r  d i e m  w i l l  be c a l c u l a t e da s  described above,
updated  paymentus ing  the RY98 standard amount per DISCHARGE 
c a p i t a l ,  direct medicaleducat ion ,  and pass-throughpaymentS 

9.  	 Transfer Per D i e m  Payments 
\ 

a .  TRANSER Between Hoepi ta le  

In g e n e r a l ,  paymentS f o r  p a t i e n t s  t r a n s f e r r e d  f r o m  one a c u t e  
h o s p i t a l  to  a n o t h e r  w i l l  be made on a TRANSFERper d i e m  BASIS 
(capped a t  the per DISCHARGE payment) f o r  the h o S p i t a l  t h a t  i o  
t r a n s f e r r i n g  the p a t i e n t .  The amount o f  the t r a n s f e r  per d iem 
payment i a  equal  to  the RY 97 s tatewide average payment  amount  
per day,  mu1 t i p l i e d  by the transferring h o s p it a l  ' a  RY97 
Medicaid caSemix i n d e x  and wage area  index, PLUS paaa-through,
direct medical  educat ion  and  capi ta l  per diem payments.  

To derive the Standardpaymentamount p e r  d a y  for t r a n s f e r  
p a t i e n t S .  the RY97 s tatewide paymentaverage amount  p e r
d i s c h a r g e  of $2.622.08 i s  d iv ided  by the FY95 a v e r a g e  a l l  ­
payerMedicaid length of  STAY of  5.0931 days  which e q u a l s  
$514.83. The hospi t a l- a p e c i  f i c  c a p i t a l ,  direct medical  
educat ion  and  pass- through per  d iem payments  are  derived by
d i v i d i n g  the per discharge amount  for each of these components
by the h o s p i t a l  DaMedicaid  length  o f  s t a y  f r o m  c a s e m i x  d a t a .  

The RY98 s tandard  payment  amount  per  dayfor  t r a n s f e r  p a t i e n t s
w i l l  be c a l c u l a t e d  a s  described above, updated  us ing  the RY98 
Standard payment amount per DISCHARGE c a p i t a l .  direct medical  
educat ion,andpass- throughpaymenta.  

* I  ' L ~ ,  
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In g e n e r a l ,  the h o s p i t a l  t h a t  is receiving the p a t i e n t  w i l l  be 
p a i d  on a per d i s c h a r g e  b a s i s  i n  accordance w i t h  the standard 
methodology specified i n  Sections XV.B.2, XV.B.3, XV.B.4 and 
IV.B.5, i f  the p a t i e n t  i s  a c t u a l l yd i s c h a r g e d  t h a tf r o m  

, h o s p i t a l .  I f  the p a t i e n t  i s  t r a n s f e r r e d  to  a n o t h e r  h o s p i  t a l ,  
then the t r a n s f e r r i n g  h o s p i t a l  w i l l  be p a i d  a t  the h o s p i t a l ­
specific transfer per d iemra te ,cappeda t  the h o s p i t a l ­
specific per d i scharge  amount. A d d i t i o n a l l y ,* b a c k  
t r a n s f e r r i n g "  h o s p i t a l s  w i l l  be e l i g i b l e  for  o u t l i e r  p a y m e n t s
s p e c i f i e d  i n  Section IV.B.8. 

Refer to  ma trices a t t a c h e da s  ExhIbi t 3 f o r  a review o f  
t r a n sf er s c e n a r i o s  and corresponding paymentmechani am8 
involving MH/SAP-eligible and MH/SAP-ineligible r e c i p i e n t s  i n  
MH/SAP MCO's network and non-network h o s p i t a l s .  

b. T r a n s f e r s  wf t h i n  a HOSPITAL t a l  
In g e n e r a l ,  a t r a n s f e r  within a h o s p i t a l  i s  not considered a 
d i scharge .  Consequently, i n  most c a s e sat r a n s f e r  between 
un i  t s  within a hospi t a l  w i l l  be reimbursed on a per d iem 
b a s i s .  This section s h a l lo u t l i n er e i m b u r s e m e n t  under  some 
specif ic t r a n s f e rc i r c u m s t a n c e s .  F o r  acomplete review of 
reimbursement under transferring c i r c u m s t a n c e si n v o l v i n g  
- /SAP-e l ig ib l e  recipients and -/SAP-ineligible recipients i n  
the MH/SAP MCO network and non-network h o s p i t a l s ,  refer t o  the 
m a t r i c e s  a t t a c h e d  a s  EXHIBITS 3. 

(1) Transfer to\fram a Chronic Unit within the Same Hospital  

I f  a p a t i e n t  i s  TRANSFERRED from anacu te  b e d  t o  the 
chronic unit i n  the same h o s p i t a l ,  the t r a n s f e r  i s  

aconsidered discharge .  The Division w i l l  p a y  the 
h o s p i t a l - s p e c i f i c  SPAD for  the portion o f  the s t a y
before the p a t i e n t  i s  t r a n s f e r r e d  t o  a chronic unit. In 
a d d i t i o n ,  the h o s p i t a l  w i l l  bill i t s  h o s p i t a l  -specific
chronic per d i m  for each chronic 1eve1 o f  c a r e( a s  
defined i n  130 CMR 435.409 a t t a c h e da s  Exhibit 4) day
t h a t  the p a t i e n t  i s  i n  the Chronic U n i t .  

(2) 	 Medicaid PAYMENTS for N e w l y  E l i g i b l e  ReCiPientS or i n  
the Event o f  Exhaustion of O t h e r  Insurance 

b e c o m e sWhen a p a t i e n t  M e d i c a i d - e l i g i b l e  or other 
i n s u r a n c e  benefits have  been e x h a u s t e d  a f t e r  the d a t e  of 
admiss ion  and  pr ior  to  the d a t e  o f  d i scharge ,  the a c u t e  
stay w i l l  be p a i d  a t  the transfer p e r  d i e m  rate,  up to  
the h o s p i t a l - s p e c i f i c  SPAD, or, i f  the p a t i e n t  is a t  the 
a d m i n i s t r a t i v ed a y  level o f  c a r e ,a t  the AD per d i e m  
r a  te .  
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Attachment 4.19A(1) 

S t a t e  Plan under T i t le  XXX of the S o c i a l  s e c u r i t y  Act 
S ta t e :Massachuse t t s  

Ins tit u  t i o n a lREIMBURSEMEN t 

ADMISSIONS Involving one-Day Length of S t a y  Following
S u r g i c a l  Services 

If a p a t i e n t  who requires h o s p i t a l  i n p a t i e n t  services, 
is a d m i t t e d  for ao n e - d a ys t a yf o l l o w i n go u t p a t i e n t  
s u r g e r y ,  the hospi t a l  s h a l l  be p a i d  a t  the t r a n s f e r  per
d i e m  r a t e  i n s t e a d  o f  the h o s p i  t a l-specific SPAD. 

T r a n s f e r  between a DISTINCT Par t  Psychiatric Unit and 
Any O t h e r  Bed w i t h i n  the Same nospi t a l  

Reimbursement f o r  a transfer between a dist inct  p a r t
p s y c h i a t r i c  unit andany other bed within a h o s p i t a l
w i l l  v a r y  depending on the c i rcums tances  involved, such  
as managed c a r e  s t a t u s ,  MH/SAP network or non-network 
hospi t a l ,  or the type o f  service provided.  P l e a s e  refer 
to  the appropria te  m a t r i x  i n  EXHIBI t 3 f o r  reimbursement 
under speci f ic  t r a n s f e rc i r c u m s t a n c e s  involving
p s y c h i a t r i c  s t a y s .  

Change of  Managed Care STATUS d u r i n g  a P s y c h i a t r i c  or 
Substance Abuse HOSpitaliZation 

( a )  	 PAYMENTS to h o s p i t a l s  without network provider
AGREEMENTS W i t h  the DiViSOn'S -/SAP MCO 

When a recipient becomes ass igned  to the MH/SAP
during a non-emergency or emergency  menta l  heal th  
or s u b s t a n c ea b u s ea d m i s s i o na ta non-network 
hospI t a l ,  the portion o f  the h o s p i t a l  s t a y  d u r i n g
which the recipient was as s igned  to  the MH/SAP
s h a l l  be p a i d  by the Division's MH/SAP MCO. The 
portion of the h o s p i t a ls t a yd u r i n g  which the 
recipient was not as s igned  t o  the =/SAP w i l l  be 
p a i d  by the Division a t  the p s y c h i a t r i c  per diem 
r a t e  for  p s y c h i a t r i c  services or a t  the t r a n s f e r  
per d iem r a t e  for subs tanceabuse  services,
capped a t  the hospi t a l  -specific SPAD. 

(b) 	 Payment8 to  hoepi t a l 8  w i t h  network prov ider  
agreements w i t h  the DiViSiOn E Provider.  

When a pa t i en tbecomesass igned  t o  the MH/SAP
during an emergEncy or non-emergency  psychia tr ic  
or s u b s t a n c e  a b u s e  h o s p i t a l  s t a y ,  the portion o f  
the h o s p i t a l  s t a y  d u r i n g  which the recipient was 
as s igned  to the =/SAP s h a l l  be p a i d  by the 
Division's MCO a t  the p e r  d iem ra te s  agreed  upon  
by the hospi t a l  and the M C O .  
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S t a t e  P l a n  under Tit le X I X  of the S o c i a l  S e c u r i t y  Act 
S ta t e :Massachuse t t s  


INSTITUTIONAL Reimbursement 


The portion of the h o s p i t a l  s t a y  d u r i n g  which the 
recipient was not a s s i g n e d  to  MH/SAP w i l l  be p a i d  
by the Division a t  the p s y c h i a t r i c  per diem f o r  
menta lheal  th services or a t  the t r a n s f e r  per 
d l  em r a t e  for substance abuse services, capped a t  
the h o s p i t a l - s p e c i f i c  SPAD. 

l o .  PHYSICIAN PAYMENT 

F o r  p h y s i c i a n  services provided by hospi t a l  - b a s e d  p h y s i c i a n s  
t o  M e d i c a i di n p a t i e n t s ,  the h o s p i t a l  w i l l  be reimbursed in 
accordance w i t h ,  and subject to ,  the P h y s i c i a n  R e g u l a t i o n s  a t  
130 CMR 433.000 et  seq. ( a t t a c h e da s  EXhibit 5 ) .  Such 
REIMBURSEMENT s h a l l  be a t  the lower o f  the f ee  i n  the most 
curren t  p romulga t ion  of the DHCFP fees  a s  e s t a b l i s h e d  i n  114.3 
CMR 16.00 ( S u r g e r y  and A n e s t h e s i a  Services), 1 7 . 0 0  (Medicine), 
18.00 (Rad io logy )  and 20 .00  (C l in i ca lLabora tory  Services)', 
or the hospi t a l  ' 8  usual and customary charge. 

H o s p i t a l s  w i l l  be reimbursed for s u c h  p h y s i c i a n  services only
i f  the h o s p i t a l - b a s e dp h y s i c i a n  took a n  a c t i v e  p a t i e n t  c a r e  
role, a s  oppoSed t o  a s u p e r v i s o r y  role,  i n  p r o v i d i n g  the 
i n p a t i e n t  service(8) on the bi l led d a t e ( # )  o f  service. 
P h y s i c i a n  services provided by residents and interns a r e  
reimbursed through the DME portion o f  the SPAD payment and. a s  
sueh, a r e  not r e i m b u r s a b l e  s e p a r a t e l y .  

H o s p i t a l ss h a l l  not be reimbursed for  i n p a t i e n t  physician
services provided by communi t y -baSed  phys i c ians .  

11. PAYMENTS for AdminishratiON Dave 

payments for a d m i n i s t r a t i v e  d a y s  w i l l  be made on a per diem 
b a s i sa s  described below. These per d i e m  r a t e sa r ea l l ­
i n c l u s i v e  and represent  payment  i n  f u l l  f o r  a l l  AD days  i n  a l l  
a c u t e  c a r e  hospi t a l a .  

The AD r a t e  is comprised o f  a b a s e  per diempaymentand 
an  anc i l la ry  add-on .  

payment is the averageThe b a s e  per diem Medicaid 
nursing home r a t e  i n  s t a t e  f i s c a l  y e a r  1995 for a c u i t y
c a t e g o r i e s  H to  L. This b a s er a t e  is $75.83. The 
a n c i l l a r y  add-on r a t i o s  of 0.0665 and 0.2969, f o r  
Medicare/Medicaid Part B eligible p a t i e n t s  and Medicaid­

-

These regulationsare voluminous, and willbe provided upon request. 
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Attachment  4.19A(l) 

S t a t e  P l a n  under Tit le  X I X  of  the S o c i a l  S e c u r i  tu Act 

State: Massachuset ts  


Inntit u  tional REIMBURSEMENT t 


only p a t i e n t o .  respectively, were main ta ined  for the 
RY97 RFA The r e a u l t i n g  AD RATES (baSe and a n c i l l a r y )  
were then updated for  i n f l a t i o n  u s i n g  the u p d a t e  f a c t o r a  
3.16* for RY96 and 2.389 for RY97. The r e s u l t i n g  AD 
r a t e s  f o r  RY97 a r e  $80.87 for  Medicare/Medicaid Part  B 
eligible p a t i e n t s  and $130.43 for Medicaid-only  eligible
recipient s. 

e 	 The RY98 a d m i n i s t r a t i v ed a y  per d iem w i l l  be c a l c u l a t e d  
a s  D E S C  above, updated t o  ref1ect price changes i n  
RY98. 


A h o s p i t a l  may receive o u t l i e rp a y m e n t s  for  p a t i e n t s  who 
r e t u r n  t o  a c u t ea t a t u s  f r o m  AD s t a t u sa f t e r  20 cumula t i ve  
a c u t e  dayS i n  a single h o s p i t a l i z a t i o n .  T h a t  ia ,  i f  a p a t i e n t  
r e t u r n s  to a c u t e  a t a t u s  a f t e r  being on AD STATUS the h o S p i t a l  
muatadd the a c u t e  d a y s  preceding the AD s t a t u s  to  the a c u t e  
DAYS following the AD s t a t u s  i n  de te rmin ing  the day  on which 
the h o S p i t a li a  eligible for  o u t l i e rp a y m e n t a .  The h o S p i t a l  
may not bill f o r  more than  one SPAD where the p a t i e n t
f l u c t u a t e s  between a c u t e  STATUS and AD s t a t u S ;  the h o S p i t a l  
may only bill fo r  one SPAD (covering 20 c u m u l a t i v ea c u t e  
d a y s ) ,  and then f o r . o u t l i e r  d a y s ,  a s  described above. 
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s t a t e  P l a n  Under Tit le XXX of the S o c i a l  S e c u r i t y  Act 
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I n s t i t u t i o n a l  ReimburSEMENT 


12. Chronic Per DIEM 

I f  i n  the -90 b a s e  y e a r ,  a hosp i ta l  had  a desigNated Chronic 
Unit o f  twenty-five (25) beds or more within the h o s p i t a l ,  a 
chronic per diem was c a l c u l a t e d .  When a p a t i e n t  is a d m i t t e d  
directly t o  a chronic unit, a h o s p i t a l  m u s t  bill the h o s p i t a l ­
specific chronic per diem. There w i l l  be no o u t 1der payments
f o r  p a t i e n t s  i n  chronic units. This r a t e  is based on the 
h o s p i t a l  * B  a c t u a l  costs ( a s  reported on the PY90RSC-403) for 
chronic services delivered to  Medicaid recipients. This r a t e  
s h a l l  be p a i d  f o r  every d a y  t h a t  is considered chronic level 
of care  accord ing  to the r e g u l a t i o n s  a s  s t a t e d  i n  the Chronic 
D i s e a s e  a n d  R e h a b i l i t a t i o n  I n p a t i e n t  H o s p i t a l  r e g u l a t i O n s  a t  
130 CMR 435.409 e t  seq. (a t tached  as Exhibit 4 ) .  

T h i B  per diem i s  a l l  i n c l u s i v e  and represents payment i n  f u l l  
for a l l  chronic services. The d e r i v a t i o n  of the chronic p e r  
d i e m  i s  as follows: 

Cos t - to -Charge( a )  	 A rou t ine  Ra t io  (CCR) waB c a l c u l a t e d  
u s i n g  r o u t i n e  chronic c o a t s  from the FY90 RSC-403, less 
major moveable equipment,  d i v i d e d  by r o u t i n e  chronic 
charges from the FY90 RSC-403. 

(b? 	 The r e s u l t  was m u l t i p l i e d  by the Medicaid chronic 
r o u t i n e  c h a r g e s  f r o m  the FY90 Medicaid claims data f i l e  
t o  ob ta in  rou t ine  Med ica id  costs. 

( c )  	 The r o u t i n e  costs were added to  the a n c i l l a r y  chronic 
Medicaid costs (which were a l s o  derived f r o m  the 
a n c i l l a r y  CCR, m u l t i p l i e d  by FY9O Medicaid chronic 
a n c i l l a r y  c h a r g e e )  t o  o b t a i n  the to ta l  Med ica id  chronic 
c o s t a  * 

Effect ive  October 1,  1996 througb October 18,  1996: 

( d )  	 The to ta lMed ica id  chronic costs were d i v i d e d  by FY90 
Medicaid chronic days( f rom the Medicaidc la imsdata  
f i l e )  andadded to the updated FY91 h o S p i t a l - s p e c i f i c
capi  ta l  pass- through amountto  a r r i v e  a tthe chronic per
diem. The per diem was u p d a t e d  u s i n g  i n f l a t i o n  f a c t o r s  
o f  3.354 to reflect price changes between RY92 and RY93; 
3.014 to reflect price changes between RY93 and RY94; 
2.804 to reflect  pr i cechanges  between RY94 and RY95;
3.164 to reflect  price changes between RY95 and RY96; 
and 2.384 to  reflect p r i c ec h a n g e s  between RY96 and 
RY97. 

OFFICIAL 
TN 96-15 Approval Date 
Supersedes  TN 95 -17, Effective Date 10/1/96 
TN 96-04, TN 96-11 19 



O n a t e   

A t t a c h m e n t4 . 1 9 A ( 1 )  

S t a t e  P l a n  Under T i t l e  X I X  o f  the Socia1 S e c u r i t y  Act 

S t a t e :  Massachusetts 


Ins t i tu t ional  R e i m b u r s e m e n t  


Ef fec t i ve  October 1 9 ,  1996: 

I d )  	 The t o t a lM e d i c a i d  chronic costs were d i v i d e d  by FY90 Medicaid  
chronic d a y s  (from the Med ica idc la imsda ta  f i l e )  andadded t o  
the updated  FY92 h o s p i t a l- s p e c i f i cc a p i t a lp a s s - t h r o u g ha m o u n t  

wast o  a r r i v ea t  the chronic per  d i e m .  The per diem updated
i n f l a t i o nu s i n g  f a c t o r s  o f  3 . 3 5 9  to  r e f l ec t  price changes

between RY92 and RY93; 3 . 0 1 9  t o  r e f l ec t  p r i c ec h a n g e s  between 
RY93 and RY94;  2 . 8 0 9  t o  r e f l ec t  p r i c ec h a n g e sb e t w e e n  RY94 and 
RY95; 3 . 1 6 9  t o  ref lect  price changesbe tween .  RY95 and RY96; and 
2.388 t o  r e f l ec t  p r i c e  c h a n g e s  between RY96 and RY97 .  

For p a t i e n t s  i n  a Chronic Unit on a d m i n i s t r a t i v ed a ys t a t u s ,  the r a t e  
i s  i d e n t i c a l  t o  the a c u t e  A d m i n i s t r a t i v e  Day r a t e .  

1 3 .  I n f a n t  and P e d i a t r i cO u t l i e r  PaYment A d j u s t m e n t s  

a .  O u t l i e r  PaymentI n f a n t  Adjustment 

In  accordance  w i t h  4 2  U . S . C .  S1396a Is), the Division w i l l  make 
a na n n u a li n f a n to u t l i e rp a y m e n ta d j u s t m e n t  t o  a c u t eh o s p i t a l s
f o r  i n p a t i e n th o s p i t a l  services f u r n i s h e d  t o  i n f a n t su n d e r  one 
y e a r  o f  age  involving e x c e p t i o n a l l y  high costs or e x c e p t i o n a l l y
long l e n g t h s - o f - s t a y .H o s p i t a l s  w i l l  be re imbursed  by the 

a tDivision p u r s u a n t  to  the DHCFP R e g u l a t i o n s  1 1 4 . 1  CMR 
36 .09 (31  I d )  ( a t t a c h e d  a s  Exhibi t 6 ) .  

b. P e d i a t r i c  O u t l i e r  PaymentAdjustment  

In a c c o r d a n c ew i t h  4 2  U . S . C .  S 1 3 9 6 a ( s ) ,  the Division w i l lm a k e  
a n  p e d i a t r i c  p a y m e n ta n n u a l  o u t l i e r  a d j u s t m e n t  t o  a c u t e  
h o s p i t a l s  f o r  i n p a t i e n th o s p i t a l  services f u r n i s h e d  to  children 
g r e a t e rt h a n  one y e a r  o f  age and l ess  than  s ix  y e a r s  o f  a g e  i f  
provided by a h o s p i t a l  which q u a l i f i e sa s  a d i s p r o p o r t i o n a t e
s h a r eh o s p it a lu n d e r  Section 1923(a )  o f  the S o c i a l  S e c u r i t y  
Act. (See Federally-Manda t e d  D i  s p r o p o r t iS h a r e  
A d j u s t m e n t ,  Section XV.D.2  for  q u a l i f y i n gh o s p i t a l s .  I 
H o s p i t a l s  w i l l  be re imbursed  by the Division p u r s u a n t  to  the 
DHCFP R e g u l a t i o n sa t  1 1 4 . 1  CMR 3 6 . 0 9 ( 3 )  I C )  ( a t t a c h e d  as E x h i b i t  
6 )  . 

1 4 .  	 Emergency or OutPatientDePartment  Vis i ts  w h i c hr e s u l t  i n  an I n P a t i e n t  
Admission 

Servi ces p r o v i d e d  t o  a recipient  in  a n  a c u t e  h o s p i  t a l  o u t p a  tient or 
emergency  depar tmen t  on the same  day  as  an  inpa  tient admi ssi on of t h a t  
pa  t ient t o  the same h o s p i t a la r er e i m b u r s e dt h r o u g h  the i n p a  t i en  t 
paymen t  me thodo logy  only. 
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S t a t e  P l a n  Under Tit le X I X  of the Social  S e c u r i t y  Act 

S ta te :  Massachusetts 


I n s t i t u t i o n a l  Reimbursement 


Reimbursemeat for  Unique Circumstances 

1. Sole Communitv HoSpi t a l  

95% o f  the hospi t a l  ' 8  FY95 cost per d i s c h a r g e ,  a d j u s t e d
f o r  caSemixand i n f l a t i o n ;  and the h o S p i t a l - s p e c i f i c
RY97 paas-throughamount per d i scharge ,  direct medical  
educa t ion  amoun t p e r  d i S c h a r g e  and the c a p i t a l  amount 
per d iScharge .  

D e r i v a t i o n  o f  FY95 Medicaidcoata i s  described i n  Section 
IV.B.2. 

AdjustmentS were made for  caSEmix by d i v i d i n g  the FY95 cost 
per d i s c h a r g e  by the h o s p i t a l  's FY95 a l l  -payor  casemix  index 
and then mu1 t iplying the r e s u l  t by the h o s p i t a l  ' a  Medlcaid 
casemix i n d e x  f o r  the period June 1,  1995 through May 31, 
1996. 

AdjustmentS were made for  i n f l a t i o n  by m u l t i p l y i n g  the 
caSemix-adjuated payment amount by 3.16% to  reflect  i n f l a t i o n  
between RY95 and RY96, and 2.38% t o  ref lect  i n f l a t i o n  between 
RY96 and RY97. 

The RY98 standard inpat ient  payment  amount  per d i s c h a r g e  f o r  
a Bole communi tyhospi ta l  w i l l  be ca lcu la t edaa  described 
above, except f o r  the a d d i t i o n  o f  a n  u p d a t e  f a c t o r  t o  ref lect  
pr i ce  changea  between RY97 and RY98. 

There w i l l  a l s o  be o u t l i e r  p a y m e n t a  for  pat ien tS  whose length
of a t a y  d u r i n g  a single h o S p i t a l i z a t i o n  exceeds twenty a c u t e  
days .  

Acu tehoap ita l#  which receive payment a s  sole community
h o s p i t a l s  s h a l l  be determined by the Division. 

2 .  Specia l ty  HOSPITALS M d  Pediatr ic  Units 

inpat ien tThe s tandard  payment  amount p e r  diScharge f o r  
a p e c i a l  t y  hospi t a l a  and hospi t a l a  w i t h  p e d i a t r i c  a p e c i a l  t y
units (aa defined i n  SECTION 11) s h a l l  be equal t o  the sum o f :  

95% o f  the h o s p i t a l  ' 8  FY95 cost per d i s c h a r g e ,  w i t h  the 
FY95 cost per d i schargecappeda t  15% over the RY96 
c o n t r a c t ' S  FY90 b a s e  cost p e r  d i scharge ,ad jus t ed  f o r  
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c a s e m i xa n di n f l a t i o n ;a n d  the h o s p i t a l - s p e c i f i c  RY97 
pass- throughamounts  per d i s c h a r g e ,  direct medical  
educat ionamountperdischargeand the capi ta lamount  
per d i s c h a r g e .  

The following paragraph i s  effective October 19, 1996. 

F o r  h o s p i t a l s  w i t h  p e d i a t r i c  s p e c i a l t y  units. i f  the 
FY95 b a s e  cost per d is c h a r g e  c o n s t i t u t e s  more than  a 10% 
r e d u c t i o n  f r o m  the FY90 b a s e  cost per d i s c h a r g e  a d j u s t e d
for i n f l a t i o n ,  then i n  the c a l c u l a t i o n  of the per
d i s c h a r g er a t e  the i n f l a t i o n - a d j u s t e d  FY90 b a s e dr a t e  
p l u s  58 s h a l l  be a p p l i e d .  

D e r i v a t i o n  o f  FY95 Medicaid costs i s  described i n  Section 
IV.B.2. 

Adjus tmen t s  were made f o r  casemix by d i v i d i n g  the FY95 cost 
per d i s c h a r g e  by the h o s p i t a l ' s  FY95 a l l -payor  casemix  index 
and then mu1 t ip ly ing  the r e s u l t  by the h o s p i t a l  *s Medicaid 
casemix index f o r  the per iod  June 1, 1995 through May 31, 
1996. 

Adjus tmen t s  were made f o r  i n f l a t i o n  by m u l t i p l y i n g  the 
casemix-adjusted payment amount by 3.168 t o  ref lect  i n f l a t i o n  
between RY95 and RY96 and 2.38% t o  reflect  i n f l a t i o n  between 
RY96 and RY97. 

The RY98 standard inpa tient payment amount p e r  d i s c h a r g e  f o r  
s p e c i a l t y  hospi t a l a  and hospi t a l a  w i t h  p e d i a t r i c  s p e c i a l t y
u n i  t s  w i l l  be c a l c u l a t e d  a s  described above, except f o r  the 
a d d i t i o n  o f  a n  u p d a t e  f a c t o r  to  ref lect  p r i c e  c h a n g e s  between 
RY97 and RY98. 

There w i l l  a l s o  be o u t l i e r  p a y m e n t s  for p a t i e n t s  whose length
of s t a y  d u r i n g  a s i n g l e  h o s p i t a l i z a t i o n  exceeds twenty a c u t e  
days .  

A c u t e  h o s p i t a l s  which receive payment a s  s p e c i a l t y  h o s p i t a l s
and p e d i a t r i c  u n i t s  s h a l l  be determined by the Division. 

3. P u b l i c  Service Hosp i ta l  Providers 

The standard inpat ient  payment  amount  per d i s c h a r g e  f o r  p u b l i c
service h o s p i t a l  providers ( a s  d e f i n e d  i n  Section II) s h a l l  be 
equal to the sum o f :  

958 o f  the h o s p i t a l  ' 8  FY95 cost per d i s c h a r g e ,  w i t h  the 
FY95 cost per d i schargecappeda t  15% over the RY96 
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c o n t r a c t  'a FY90 bane cost per d i schargead jun ted  for  
canemix  and  in f la t ion ;  and  the hospi t a l - s p e c i f i c  RY97 
pass- through peramountsd ischarge ,  direct medical 
educat ionamount  per d i s c h a r g e  and the c a p i t a l  amount 
per d i s c h a r g e .  

The following paragraph i s  e f fect ive  October 19, 1996. 

F o r  public service h o s p i t a l s ,  i f  the FY95 b a s e  cost per
d i s c h a r g e  c o n s t i t u t e s  more than  a 10% r e d u c t i o n  f r o m  the 
FY90 b a s e  cost per d i s c h a r g ea d j u s t e d  f o r  i n f l a t i o n ,  
then i n  the c a l c u l a t i o n  o f  the p e rd i s c h a r g er a t e  the 
i n f l a t i o n - a d j u s t e d  FY90 b a s e dr a t ep l u s  20% . sha l l  be 
appl ied . 

D e r i v a t i o n  o f  e s t ima tedac tua l  FY90 Medicaid costs i s  
described i n  Section IV.B.2. 

Adjus tmen t s  were made f o r  casemix by d i v i d i n g  the FY95 cost 
per d i s c h a r g e  by the h o s p i t a l  's FY95 a l l  -payor  casemix  index 
and then mu1 t ip ly ing  the r e s u l t  by the h o s p i t a l ' sM e d i c a i d  
casemix i n d e x  f o r  the period June 1 ,  1995 through May 31, 
1996. 

Adjus tmen t s  were made for  i n f l a t i o n  by mu1 t iplying the 
caSemix-adjusted payment amount by 3.16% to  reflect  i n f l a t i o n  
between RY95 and RY96 and 2.38% t o  reflect  i n f l a t i o n  between 
RY96 and RY97. 

The RY98 standard inpat ient  payment  amount  per d i scharge  f o r  
p u b l i c  service h o s p i t a l s  w i l l  be c a l c u l a t e da s  described 
above ,  except  f o r  the a d d i t i o n  o f  an  upda te  fac tor  to  re f lec t  
p r i c e  changeS between RY97 and RY98. 

There w i l l  a l s o  be o u t l i e r  p a y m e n t s  f o r  pat ien tS  whose length
o f  s t a y  during a s i n g l e  h o s p i t a l i z a t i o n  exceeds twenty a c u t e  
days .  

h o s p i t a l s  which receive paymentA c u t e  as  public service 
h o s p i t a l  providers s h a l l  be determined by the Division. 

4 .  State-OWNedAcute Teaching HOSPITALS 

a .  	 Subject to  Section IV.C.4.b.  the inpat ientpaymentamount  
acu te  hosp i ta l s 'f o r  s ta t e -owned  t each ing  acu te  non­

p s y c h i a t r i c  a d m i s s i o n s  s h a l l  be equal to  the h o s p i t a l ' s  RY97 
cost per d i s c h a r g e s  c a l c u l a t e d  a s  follows: 
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FY95 t o t a l  h o s p i t a l-specific i n p a t i e n t  n o n - p s y c h i a t r i c  c h a r g e s  
a r e  mu1 t i p l i e d  by the h o s p i t a l  ’s i n p a t i e n t  n o n - p s y c h i a t r i c
c o s t - t o - c h a r g e  r a t i o  ( c a l c u l a t e d  u s i n g  FY95 RSC 403, Schedule  
11, column 10, l ine  100 minus column 10, l ine 82 for the t o t a l  

., 	 cost numeratorand Schedule 11, column 11, l ine 100 minus 
column 11, l ine  82 for the to ta l  denomina tor )  t ocharges  
c o m p u t e  t h a t  f a c i l i t y ’ s  t o t a l  i n p a t i e n t  n o n - p s y c h i a t r i c  C O B t .  
The t o t a l  i n p a t i e n t  n o n - p s y c h i a t r i c  cost i s  then m u l t i p l i e d  by
the r a t i o  o f  the FY95 h o s p i t a l - s p e c i f i cn o n - p s y c h i a t r i c
Medicaid  d ischarges  to  the FY95 t o t a l  h o s p i t a l  n o n - p s y c h i a t r i c
d i scharges  to  yield the Med ica idinpa t i en tnon-psych ia t r i c  
cost. The M e d i c a i di n p a t i e n tn o n - p s y c h i a t r i c  cost i S  then 
d i v i d e d  by the number o f  FY95 Medicaidnon-psychia tr ic
d i s c h a r g e s  t o  c a l c u l a t e  the Medicaid cost per d i scharge .  This 
Medicaid cost per d i scharge  i s  m u l t i p l i e d  by the i n f l a t i o n  
r a t e  of 3.16% t o  re f lec t  i n f l a t i o n  between RY95 and RY96, and 
2.38% t o  reflect  i n f l a t i o n  between RY96 and RY97. 

The RY98 s tandard  inpa t i en t  paymen t  amount p e r  d i scharge  f o r  
s t a t e  owned a c u t et e a c h i n gh o s p i t a l s  w i l l  be c a l c u l a t e da s  
described above,  except for  the a d d i t i o n  o f  a n  u p d a t e  f a c t o r  
t o  reflect  price changes between RY97 and RY98. 

b. Any paymentamount i n  excess o f  amounts which would 
otherwise be due  any  s ta t e -owned  t each ing  hosp i ta l  pursuan t  t o  
Sections IV.B.2-6 and 8-9 i s  subject t o  specif ic l e g i s l a t i v e
appropri  tion.a 
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D. 	 Classif ication of  Dispropor t iona te  SHARE H o s p i t a l s  (DSHsand 
PAYMENT Ad jus tmen t s  

. Medicaid w i l l  a s s i s t  h o s p i t a l s  t h a t  c a r r y  a d i s p r o p o r t i o n a t e
f i n a n c i a l  b u r d e n  o f  c a r i n g  for  uninsured and publicly i n s u r e d  
persons o f  the Commonwealth. In accordance w i t h  T i t l e  XXX 

Medicaid w i l l  makeaddi t ionalr u l e s  and requirements ,  an  
paymentadjustment  above the r a t e  under the RFA c o n t r a c t  f o r  
RY97 and RY98 to  h o s p i t a l s  which q u a l i f y  for  suchan 
adjus tment  under  any  one or more o f  the c l a s s i f i c a t i o n s  l is ted 
below. Only hospi t a l s  t h a t  h a v e  a n  e x e c u t e d  c o n t r a c t  w i t h  the 
Division, pursuan t  t o  this RY97/RY98 RFA, a r ee l i g i b l e  f o r  
d i spropor t iona te  share  paymen t s  since the d o l l a r s  a r e ,  i n  most 
cases .appor t ioned  to  the eligible group i n  r e l a t i o n  to  each 
other. M e d i c a i d - p a r t i c i p a t i n gh o s p i t a l s  may q u a l i f y  f o r  
a d j u s t m e n t s  andmay receive them a t  a n y  t i m e  throughout  the 
r a t ey e a r .  I f  a h o s p i t a l ' s  RFA c o n t r a c t  i s  t e rmina ted ,  i t s  
a d j u s t m e n t  s h a l l  be p r o r a t e d  for  the p o r t i o n  o f  RY97 or RY98 
d u r i n g  which it  had a c o n t r a c t  w i t h  the Division. The 
remaining f u n d s  i t  would have received s h a l l  be apport ioned to  
remaining eligible h o s p i t a l s .  The following describes h o w  
h o s p i t a l s  w i l l  q u a l i f y  for  each type o f  d i s p r o p o r t i o n a t e  s h a r e  
adjustmentand the methodology for  c a l c u l a t i n g  those 
a d j u s t m e n t s .

* 

In accordance w i t h  f e d e r a l  and s t a ' t e  l a w ,  h o s p i t a l s  m u s t  h a v e  
a M e d i c a i di n p a t i e n tu t i l i z a t i o nr a t e  o f  a t  l e a s t  1% t o  be 
el igible  f o r  a n y  type o f  DSH payment ,  pursuant  t o  r e g u l a t i o n s
o f  the Division o f  Heal th CareFinanceand Policy (DHCFP)
f o u n da t  1 1 4 . 1  CMR 36.09(10)  ( a t t a c h e da s  EXHIBIT 7 ) .  Also, 
the t o t a l  amount o f  DSH paymentadjustmentsawarded to  a n y
h o s p i t a l  s h a l l  not exceed the costs i n c u r r e d  d u r i n g  the y e a r
o f  f u r n i s h i n g  h o s p i t a l  SerVICES to  i n d i v i d u a l s  who a r e  either 
e l igible  for  med ica l  a s s i s tance  or have no h e a l t h  i n s u r a n c e  or 
other source of third p a r t y  c o v e r a g e  less payments received by
the h o s p i t a l  for  med ica l  a s s i s tance  and by u n i n s u r e d  p a t i e n t s
("unreimbursed costs*). 
When a h o s p i t a la p p l i e s  t o  p a r t i c i p a t e  i n  Medicaid,  i t s  
e l igibi l i ty  and the amount of i t s  a d j u s t m e n ts h a l l  be 

t a l a  Medicaiddetermined.  As new h o e p i  a p p l y  to  become 
providers, they may q u a l i f y  f o r  a d j u s t m e n t s  i f  they meet  the 
c r i t e r i au n d e r  one or more o f  the following DSH 
c l a s s i f i c a t i o n s .  Therefore, some d i s p r o p o r t i o n a t es h a r e  
a d j u s t m e n t s  may require r e c a l c u l a t i o np u r s u a n t  to  DHCFP 
r e g u l a t i o n s  set forth a t  114.1 CMR 36 .09(10)(a t tachedas  
E x h i b i t  7 ) .  H o s p i t a l s  w i l l  be in formed  i f  the ad jus tmen t  
amount w i l l  change due t o  reapport ionment  among the q u a l i f i e d  
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group and w i l l  be c o l d  how overpaymenTs or underpaymENTs by
che Division w i l l  be handled ac tbac time. 

To qual i fy  f o r  a DSH payment ADJUSTMENT under any
clasSification vithin Section XV-D. a hoSpical must m e e t  the 

" 	 obstetrical  staffing requirements described in TITLE X I X  a t  42 
U.S.C. S1396r-4 (dl  o r  qual i fy  for, che exemption deecrjbed at 
A2 0.9. C. 91396r-4 ( d )  ( 2 )  . 

The e l i g i b i l i t y  c r i t e r i a  and payment formula f o r  tbis 
DSH CLassification are specified i n  DHCFP r egu la t ions  a t  
114.1 CMR 36.09ilO) l a )  (attached as Exhibit 7 ) .  For 
purposes of t h i s  classificationonly,  the  term 
"disproportionacesharehospital" refers to any acute 
h o s p i t a l  chat exhibits a payor mix where a MIN of 

! sixty-THree percent of tha acute HOSPITAL’S GROSS 
* 	 patient service REVENUE is a t t r ibu tab le  to T i t l e  XVXII 

and T i t l e  X I X  of the Federal Socf a1 Security Act, other  
government payore and free care. 

2. 	 Basic Federally-MaNdated DisProportiopate Share 
ADJUSTMENT (Total Annual FUNDING S200,OOO) 

The e l i g i b i l i t y  criteria a n d  payment formula  for tbis, 
DSH claSsification are deScribed in DHCFP regulations a t  
114.1 CMR 3 6 . 0 9 ( 1 0 )  (b) factached as Exhibit 7)  and i n  
accordance wi tb tbe minimtun requirements of 42 u.S.C .  
51396r-4. 

3. 	 DisProPOrtioNate Share ADJUSTMENT for Safety Net 
Providers 

The ELIGIBILITY c r i t e r i a  and PAYMENT formula for t h i s  
DSH clasStification arespecified i n  DHCFP regulations at 
21a.l CMR 36.09(101 (c) at tached as  Exhibit 7 )  PAYMENTS 
w i l l  be nade by the DIVISION Co Eligible HOSPITALS i n  
accordance w d t b  their  agreements w i t h  the D i v i s i o n  
concerning intErgovernMental traNSferof funds. 

4 .  UNCOMPENSAted  Care Dispro~ortfOM te Share AUjua tmemt 

HOSPITALSELIGIBLE f o r  t h i s  adjustment u r e  chose acuce 
FACILITIES chat incur *free carecosts"asdefined i n  
DHCFP regulaTIons a t  1 1 4 . 6  CMR 7 . 0 0  (attached as Exhibft 
8 ) .  The payment amount8 for e l ig ib lehospi ta l s
par t ic ipa  Cing In the f r e e  care pool a r e  determined and 
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p a i d  by DHCFP i n  accordance w i t h  i t s  r e g u l a t i o n sa t  
114.6 CMR 7.00.  

5.  	 MEDICAL S e c u r i t y  UNEMPLOYMENT DisRromrtionate Share 
ADJUSTMENT 

H o s p i t a l s  eligible for  this a d j u s t m e n t  a r e  those a c u t e  
f a c i l i  t ies t h a t  provide h o s p i  t a l  services to  low-income 
unemployed  ind iv iduals  who are  un insured  or covered only 
by a wholly s t a t e - f i n a n c e d  program of medica l  a s s i s tance  
o f  the Department o f  Employmentand T r a i n i n g  (DBT) ,  i n  
accordance w i t h  the r e g u l a t i o n s  o f  DET set forth a t  117 
CMR 9 . 0 0  ( a t t a c h e da s  Exhibit 9 ) .  The paymentamounts 
f o r  eligible h o s p i t a l sp a r t i c i p a t i n g  i n  the Medical 
Secur i t yP lanarede te rminedandpa id  by the DST i n  
accordance w i t h  i t s  regulations a t  117 CMR 9 . 0 0  and i t s  
I S A  w i t h  the Division. The statutory a u t h o r i t y  i s  found 
a t  M.G.L. c . l S 1 A  §14G (a t tacheda8 Exhibit 9 ) .  

6 .  	 Public Health Substance Abuse Disnroportionate Share 
Adj ustnent 

H o s p i t a l s  eligible f o r  this a d j u s t m e n t  a r e  those a c u t e  
f a c i l i  t ies t h a t  provide h o s p i t a l  services to  low-income 
i n d i v i d u a l s  who are  un insured  or a r e  covered only by a 

I' 	 wholly s t a t e - f i n a n c e d  program o f  med ica lass i s tance  o f  
the Department o f  Public Hea l th  (DPH) , i n  accordance 
w i t h  r e g u l a t i o n 8  set  for th  a t  105 CMR 160.000 ( a t t a c h e d  
a s  Exhibit 1 0 ) .  and D P H ' s  I S A  w i t h  the Division of 
MedicalAss is tance  (Division). The paymentamounts f o r  
e l igible  h o s p i t a l s  p a r t i c i p a t i n g  i n  the P u b l i c  Hea l th  
Substance Abuse program are determined and p a i d  by DPH 
i n  accordance w i t h  r e g u l a t i o n sa t  1 1 4 . 3  CMR 4 6 . 0 0  
(a t tacheda8  Exhibit 1 0 )  and D P H ' s  ISA w i t h  the 
Division. 

E .  UpperLimit  Review and Federal Approval 

Payment a d j u s t m e n t s  may be made for  r e a s o n s  r e l a t i n g  t o  the 
Upper L i m i t ,  i f  the number o f  hospi t a l a  t h a t  a p p l y  and q u a l i f y
changes,  i f  updated  in format ion  necessi t a t e s  a change, or a s  
o t h e r w i s e  r e q u i r e d  by the Health Care Financing Administra t ion 
(HCFA) . I f  any  portion o f  the reimbursement methodology i s  
not approved by HCFA, the Division may recover anypayment
made to  a h o s p i t a l  i n  -aces8 of the approved methodology. 
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